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MOZAMBIQUE: KEY ECONOMIC INDICATORS 


(All figures in million $US unless otherwise indicated) 


% Change 
1980 1981 1982 1981-82 (1) 


GNP at Market Prices 1,700 (E) 2,325(G) 2,050(G) 
GNP per Capita 140 185 159 
Population (in millions) 12.1(G) 12.6(E) 12.9 (E) 


FINANCE 


Money Supply N/A N/A 
Currency Notes in Circ. N/A N/A 
Commercial Interest Rate (G) 9% 10% 
Foreign Public Debt 1,100 (E) 1,400 (G2) 


BALANCE OF PAYMENTS (G) 
MERCHANDISE TRADE 
Imports 
Exports 

Balance 
INVISIBLES 
Payments 
_ Receipts 

Balance 
CAPITAL ACCOUNTS 
Payments 
Receipts 

Balance 
DONATIONS 
OVERALL BALANCE 


PORT TONNAGE HANDLED (UN) 
(in thousands of metric 
tons) 8,772 7,934 8,800 


Notes on exchange rates: Local currency (metical) values have been converted into 
dollars at average exchange rates (1980--USS 1.00=MT 36.00; 1981--USS 1.00=MT 
36.00; 1982--US$ 1.00=MT 38.00.) 


Notes to Table: (1) Percentage changes are calculated on local currency data to 


eliminate effects of changes in exchange rates; (2) Does not include debt to 
Communist countries. 


Sources: United Nations (UN); Mozambican Government sources (G); Embassy 
estimates (E). 





ECONOMIC OVERVIEW 


The Government of Mozambique has identified a number of key areas of 
economic development including; increased agricultural production, 
expansion and rehabilitation of road, rail, and port facilities. 
Additional priorities are the establishment of internal and regional 
communications networks, expansion of the fishing industry, exploitation 
of mineral resources, and increased hydroelectric output. However, three 
years of drought, an armed insurgency active in nine of the country's ten 
provinces, as well as a shortage of skilled workers and questionable 
policies have disrupted economic development. 


Recurring balance of payments deficits have led to a severe shortage of 
foreign exchange. As a result, in early 1984, Mozambique requested 
rescheduling of its debt to Western governments. Only the most essential 
items are imported. Overall productivity has declined due to a shortage 
of raw materials, machinery and spare parts. The armed insurgency has led 
the Government to allocate much of its resources to defense, thereby, 
further inhibiting economic development. 


BALANCE OF PAYMENTS 


Since independence, Mozambique has incurred steadily increasing merchan- 
dise trade deficits. In 1982, the country earned DOLS 197.4 million 

from exports while imports totalled DOLS 641.3 million. In the past, 
surpluses from invisibles and capital accounts, as well as grant aid from 
abroad helped to keep the overall balance at manageable levels. However, 
in 1982, the capital accounts surplus dropped and. the overall deficit 
increased sharply to DOLS 100.7 million. Although figures are unavailable 
for 1983, the deficit almost certainly increased further. Production of 
traditional exports such as sugar and cashew nuts is down, the fishing 
sector has suffered a decline, and exports of other crops such as tea and 
cotton have been hampered by transportation and storage problems. In 
addition, the world prices for many of Mozambique's agricultural commod- 
ities have dropped. At the same time, food imports have increased because 
of a drought affecting the southern part of the country. Mozambique has 
also remained heavily reliant on purchases of petroleum, military 

materiel (to combat the insurgency), raw materials, machinery, and spare 
parts. 


External debt to noncommunist countries totalled DOLS 1.43 billion in 
1982. In early 1983, the country, for the first time since independence, 
began to fall behind on its financial obligations. Foreign credit was 
curtailed and this factor, combined with the current and cumulative trade 
deficit and a chronic foreign exchange shortage, forced the Government, in 
February 1984, to seek a rescheduling of its foreign debt. 


To alleviate the problem Mozambique may have to rely more on foreign 
bilateral and multilateral assistance and increase export capacity. The 
Government indicated its willingness to examine favorably membership in 





the Lome Convention with the European Economic Community (EEC). 
Mozambique is not a member of the World Bank or the International 
Monetary Fund, but in 1983, for the first time in several years, a GPRM 
representative attended the annual meeting of the IMF and World Bank as 
an observer. In April 1984 Mozambique announced its decision to join the 
two organizations. 


BUDGET 


The Government has not released figures on expenditures for the 1983 
budget. Instead, it has estimated that revenues would total DOLS 487.5 
million. However, expenditures will probably approximate or exceed those 
of the 1982 budget. The 1983 budget also defined in detail the respon- 
sibilities and obligations of senior government bureaucrats, as well as of 
the general managers of the various parastatals, and stipulated that all 
future salary increases would be tied to gains in productivity. 


For 1982, the budget forecast current revenue of DOLS 486.8 million and 
current expenditures of DOLS 564.4 million for a shortfall of DOLS 75.5 
million. In practice, the Government collected DOLS 552.6 million in 
revenues in 1982 and the resulting deficit was negligible. The 1982 
budget allocated DOLS 159.6 million to the economic sector, DOLS 166.4 
million to the social sector, DOLS 163.4 million to defense and the 
remainder to other sectors including support to local and provincial 
governments. 


The 1982 national investment program incurred expenditures of approxi- 
mately DOLS 382.6 million. Most of this cost was covered by foreign 

grant aid and commercial and concessionary loans. Major investment 
allocations went to Agriculture (about DOLS 110.5 million), Industry and 
Energy (about DOLS 98.7 million), and Transport and Communications (about 
DOLS 33.4 million). The remainder was allocated to such areas as the 
mining sector, construction of public works,.and housing and food security 
projects.’ 


Because of the acute shortage of foreign exchange, Mozambique had to rely 
much more heavily on external financing of its investment budget in 1982 
than in previous years. Figures for 1983 are unavailable, but the trend 
of greater foreign involvement in investment projects has continued. 


TRADE 


Because of its proximity and traditional commercial links, South Africa 
is believed to be Mozambique's most important trading partner. Other 
major partners include Portugal, Italy, The Netherlands, Great Britain 
and Brazil. Trade with these countries has been facilitated by large 
lines of credit and favorable terms of repayment. The United States 
remains one of Mozambique's most important markets, but U.S. exports to 
Mozambique have been hampered by the inability to offer credit terms as 
attractive as those granted by Western European and other countries. 





Mozambique has diversified its commercial relations with the Soviet 
Union and other Eastern European nations. However, due to the shortage 
of foreign exchange, much of this trade has been carried out on a barter 
basis. Libya, Algeria and the Soviet Union have been principal suppliers 
of petroleum. 


Mozambique's major exports include prawns, tea, cashew nuts, oil, cotton 
and sugar. Leading imports are petroleum, military materiel, equipment 
(mechanical, electrical, and transport), spare parts, industrial and 
agricultural raw materials and food. Exports have continued to decline 
because of a guerrilla insurgency, adverse weather conditions, chronic 
shortages of raw materials and transportation difficulties. 


The United States is the leading buyer of Mozambican sugar and cashews. 
In 1982, Mozambican exports to the United States totalled DOLS 50.9 
million while imports from the United States were DOLS 26.5 million. 
Continuing the trend of the last several years, U.S.-Mozambique trade 
declined in 1983. In 1983, Mozambican exports to the United States 
decreased to a level of DOLS 28.5 million while the value of United 
States exports to Mozambique dropped to DOLS 20 million. 


The Export-Import Bank of the United States (EXIM) was not involved in 
any new projects in Mozambique in i983. EXIM has a modest exposure in 
the country, primarily in loans and loan guarantees made for the purchase 
of diesel locomotives and sugar mill machinery. 


INVESTMENT 


Decree Law 18/77 of April 1977 has remained the basic legislation govern- 
ing foreign investment. The law has been criticized for its ambiguity 
and lack of detail and has stymied efforts to attract foreign investment. 
In response to this criticism, the Government announced in 1983 that it 
was developing a more precise foreign investment code. Until the new 
code is issued, most contract terms will be subject to negotiations on an 
individual basis. 


The Government has intensified its efforts to attract foreign, including 
U.S., investment. Several joint ventures have been established in the 
fishing sector in recent years with the Soviet Union and with Japanese 
and Spanish firms. In 1983, the Government signed a contract with Exxon 
and Shell for onshore exploration of petroleum and natural gas in the 
Rovuma River Basin in the north. The Government has been engaged in 
negotiations with the Overseas Private Insurance Corporation (OPIC). The 
availability of OPIC insurance and financing could play a key role in 
promoting American investment in Mozambique. 


In addition to Exxon, General Tire of Akron, Ohio, has a small equity 
share in a Mozambican tire factory, Mabor dé Mozambique. General Tire 
also has a technical assistance agreement with the company and a team of 
U.S. engineers is permanently assigned to the factory. Mabor has 
consistently been singled out by the Government as a favorable example 





of foreign investment in Mozambique. Other than General Tire and 


Exxon, there has been no new, direct U.S. investment in Mozambique since 
independence. 


AGRICULTURE 


Agricultural production has been greatly affected by three years of 
drought conditions which first prevailed in the north and then moved to 
the central and southern portions of the country in 1982 and 1983. 
Rainfall in many areas in 1983 has been half that of the normal level 
and food production in the country declined by 70 to 80 percent. It is 
estimated that four million people have been affected by the drought. 


These conditions have resulted in massive food shortages and prompted 
the Government to call on humanitarian food assistance from abroad to 
meet its domestic requirements. In 1982, cereal needs totalled 645,000 
metric tons while the amount available from all sources (including 
foreign aid donors) was only 400,000 tons, for a resulting shortfall of 
245,000 tons. In 1983, the Government called for donations of 255,000 
‘ tons of cereals. . Déspite a generous international donor response, the 
Government estimated a large shortfall. 


In 1983 at the ruling FRELIMO Party's Fourth Party Congress, agriculture 
was identified as the most important sector of the economy. The Govern- 
ment announced that it would channel more assistance to the peasant 
farmers which make up 85 percent of the country's population. Resources 
were to be allocated to small projects which would have an immediate 
impact on local populations. While work on ongoing projects has 
continued, the Government declared a three year moratorium on new, 

large projects. The clearest example of the shift in policy was the 
decision to break up the giant state farm, Complexo Agro-Industrial do 
Limpopo (CAIL). A portion of CAIL, which was previously described as a 
model for state farm development, has been divided into four smaller 
state farms while the remainder has been distributed to private farmers. 


‘In another effort to increase production, the Ministry of Agriculture 
‘waged a campaign to persuade peasant farmers, particularly. in the 
northern areas not presently affected by the drought, to market their 
Surplus produce. As part of the campaign, the Government has allocated 
quantities of consumer: goods to rural areas. Previously, the farmers 
had few incentives to sell their crops because there was almost nothing 
to buy with their earnings. 


RESOURCES AND ENERGY 


Mozambique possesses one of the largest hydroelectrical potentials in 
Africa, most of it not yet exploited. The Government plans to construct 
more dams so as to reduce imports of diesel fuel needed to operate most 
of the country's power stations and to promote the electrification of 
rural areas. A program to add 1,600 MW to the present 2,000 MW capacity 
of the dam at Cahora Bassa has not gone forward, but plans for the 





construction of a 1,200 mile line to connect the dam with the urban 
areas in the northern part of the country are underway. In 1983, 
exports of hydroelectric power to South Africa were disrupted by 


insurgents who frequently cut the line connecting Cahora Bassa to the 
South African Transvaal. 


Mozambique is believed to have possible commercial reserves of oil and 
gas. Natural gas has already been discovered in Inhambane Province, 
and the Government hopes to make use of the find by inducing foreign 
investors to construct an ammonia plant to produce fertilizer nearby. 
However, this project may be delayed because of insurgent activity. 
Exxon and Shell, which have signed a multi-million dollar oil explora- 
tion agreement with Mozambique, have begun detailed seismic surveys of 
the Rovuma Basin in Cabo Delgado Province. The Government is now accept- 
ing bids on a tender for offshore exploration of oil and gas based on 
the results of seismic surveys conducted by Western Geophysical of the 
United States and Norway's Geophysical Company. Several U.S. and 
European oil companies have expressed interest in the tender. 


Mozambique is also. believed to have abundant mineral resources, but 
efforts to exploit these resources have only recently begun. 


Mozambique has significant pegmatite deposits, particularly tantalum. 
Iron ore has been found in Tete and Manica Provinces and titanium has 
been located in Tete Province. Large deposits of bauxite and syenite 
have been discovered in Zambezia and Niassa provinces and untapped 
deposits of copper, magnetite, and titato-magnetites are believed to 
exist in other provinces. Non-metallic minerals including graphite and ~ 
apatite, are thought to be plentiful, but the exact size of the 

reserves is not known. ’ 


A number of countries and the United Nations are assisting the Govern- 
ment in the exploration of its mineral resources. Italy's Aquator Spa 
is conducting a mineral survey in zambezia and Nampula Provinces while 
France's Compagnie Generale Geophysique’ and Bureau de- Recherches 
Geophysique et Minieres are prospecting in Niassa and Cabo Delgado 
Provinces. Hunting Geology and Geophysics of Great Britain is respon- 
sible for carrying out a sophisticated survey of 275,000 square 
kilometers: in central Mozambique and. Geozavod of Yugoslavia has been. 
awarded a contract for prospecting in portions of six. provinces.: The 
Soviet Union is involved in surveying and mining in central and annie 
Mozambique while Czechoslovakia is exploring in Nampula, Zambezia and 
Niassa Provinces. The Mozambican Government has announced that those 
firms and countries involved in mineral surveys will be given first 
preference when the time comes to participate in the exploitation of 
these resources. 


Bolstered by East German technical assistance, the Government continues 
to produce coal at its mine in Moatize in Tete Province. The mine 





reportedly has reserves of 400 million metric tons of coal. However, 
the poor condition of the rail line between Moatize and the Port of 
Beira continues to restrict coal exports. 


TRANSPORTATION 


Because of its geography, Mozambique is the key to improving transpor- 
tation flow in the region. As a result, Maputo has been designated as 
the headquarters of the Southern Africa Transport and Communications 
Conference (SATCC) within the Southern African Development Coordination 
Conference (SADCC). By improving Mozambique's transportation facili- 


ties, SADCC hopes to lessen its landlocked members' dependence on 
South Africa. 


SATCC has already identified 97 projects in the areas of transportation 
and communications. Financing will be provided by bilateral aid donors 
as well'as by international organizations and institutions. The 
Scandinavian countries, The Netherlands, Great Britain, France, Canada, 
Italy and Portugal have shown the greatest interest in participating 

in SATCC programs. Within Mozambique, the most significant of these 
projects involve the rehabilitation and development of facilities at the 
three ports of Maputo, Beira and Nacala and of the rail lines linking 
these ports to neighboring countries. France, Canada and Portugal, for 
example, have begun repair work on the rail line linking Nacala to 


Malawi while The Netherlands is financing a comprehensive rehabilitation 
of Beira port. 


Despite the efforts of the Government, surface transport is inadequate. 
Roadways continue to deteriorate and there are insufficient motor 
vehicles of all types. Those vehicles that are available are improperly 
maintained because of a lack of trained personnel and spare parts. 
Public transport in urban areas is inadequate despite the arrival in 
1983 of a fleet of 200 British Leyland buses. There is also a shortage 
of ships for short-haul coastal shipping. Recently, for example, the 
Government asked for foreign assistance so that it could charter ships 


to carry food to drought stricken areas in the coastal province of 
Inhambane. 


The Government continues to be interested in purchasing aircraft. State- 
owned Transportes e Trabalhos Aereos (TTA) is looking to buy crop spray- 
ing and short-haul' passenger aircraft. The national commercial carrier, 
Linhas Aereas de Mocambique (LAM), is interested in replacing its aging 
fleet of Boeing 737 aircraft. After the crash of one of its Boeings 


in 1983, LAM is operating only three. Fleet renewal has been hampered 
by inadequate financing. 


INSURGENCY ACTIVITIES AND DEVELOPMENTS 
Anti-government forces calling themselves the Mozambique National 


Resistance (RENAMO) are active in nine of the country's ten provinces. 
The insurgents have had a severe negative impact on the country's 





economic development. Internal rail and road transport is frequently 
disrupted and Mozambique's links with neighboring countries, partic- 
ularly the Cahora Bassa electric transmission lines and rail and road 
links with Zimbabwe and Malawi, have been targeted for sabotage. 

Damage of bridges, railways, transportation vehicles and storage depots 
has forced the Government to allocate to defense a sizable portion 

of its resources which might otherwise be used for economic development. 


Insurgent activities have created a climate of insecurity which, in 
some cases, have blocked internationally sponsored development projects. 
The guerrillas have also had an adverse impact on agricultural pro- 
duction and marketing, and have prevented the distribution of food 
supplies to certain drought-stricken areas. While the rebellion does 
not threaten major urban areas, the Government has not been able to 

end the insurgency. However, many observers are optimistic that, with 
the signing of the Non-Aggression Pact between Mozambique and South 
Africa in March 1984, guerrilla activities will be curtailed. 


IMPLICATIONS FOR THE UNITED STATES 


The U.S. trade imbalance with Mozambique was DOLS 8.5 million in 1983, 
down from DOLS 24.4 million in 1982. Overall trade between the United 
States and Mozambique was DOLS 48.5 million in 1983, a sharp decline 
from the DOLS 77.4 million in 1982. Although Mozambican officials 
have expressed considerable interest in importing more U.S. goods and 


services, there are serious obstacles to increased U.S. exports 
to Mozambique. 


Because of a severe shortage of foreign exchange, Mozambique places a 
premium on importing goods that are available at preferential terms of 
credit. Since U.S. exporters can seldom match the terms offered by 
their competitors, American exporters may require additional assistance 
from such entities as the Export-Import Bank or the Commodity Credit 
Corporation, in order to increase their share of the Mozambican market. 
Unfortunately, despite a previous fine credit record, doubts about 
Mozambique's financial health have arisen among potential sources of 
U.S. financing stemming from overdue loan payments and a lack of 
economic information on the country. A few U.S. firms have explored 


barter trade possibilities as a means of overcoming financing 
difficulties. 


The Government is committed to attracting Western investment. Poten- 
tially excellent opportunities exist in agro-industrial projects, oil 
and natural gas exploration and development, fisheries, forestry 
management and development, and hydroelectric power generation. Devel- 
opment projects financed by international organizations and institu- 
tions, particularly in the transport and communications sector, also 
offer good opportunities for U.S. producers of port, rail and road, and 
telecommunications equipment. 
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The best prospects for U.S. exports include agricultural equipment 
(especially tractors) and spare parts, grains and cereals, chemicals 
(especially fertilizers), railway locomotives and spare parts, mobile 
loaders, cranes, mining equipment and services, commercial and agri- 
cultural aircraft and spare parts, and water purification equipment. 


The Government's Marxist-Leninist orientation and a centralized 
commercial environment characterized by State trading companies have not 
been a major obstacle to doing business in Mozambique. However, the 
tight foreign.exchange situation, difficulties in:‘obtaining administra- 
tive support from Government entities, and a shortage of .available 


Government managerial and technical personnel have occasionally been a 
hindrance. 


% U.S. GOVERNMENT PRINTING OFFICE: 1984-42 1-007 :636 





WHO, ME? EXPORT? 
YES, YOU! 


You don’t have to be a big corporation to sell your 
products overseas. If you’ve been successful in 
the domestic market, chances are good you could 
do well in the world markets—and reap the profits. 


BUT HOW DO | START? 


That’s a good question. We have a 

handy, step-by-step guide book with the 

answers, Just send us the coupon below, 
and we’ll show you how to begin. 


WHY DOES THE GOVERNMENT 
WANT TO HELP ME? 


Exporting means greater profits and 
increased company growth for American 
businesses—your business. It also 
creates jobs for Americans, contributes 
to a healthier economy, and strengthens 
our international trade position. . 
Exporting is not only good for you—it’s 
good for America. 


SEND FOR YOUR COPY OF 
A BASIC GUIDE 
TO EXPORTING TODAY! 


U.8, DEPARTMENT OF COMMERCE 
INTERNATIONAL TRADE 
ADMINISTRATION 


eeeeeeseeeeeseoeeseeseseeeeeese SSCSHSSSSSSSSSSSSSSSSSSSSSSSSSSSSHSSSSSSSSSSSSSSSSSSSSSSesesesseeeeeseseesoesseeosseseseseogaeos 


ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
Send copies of A BASIC GUIDE TO 


e 
EXPORTING at $6.50 sera Credit Cards Orders Only 
SN 003-009-00349-1 
haeae tiene: Total charges $____Fill in the boxes below. 
O money order, or charge to my 


ee cardno. CLILTITITTIITIIIIII1I 
Solidi bakskF td ee 

Expiration Date 
Order No. Month/Year CITT) 


Name—First, Last 

ompany name or additional address line 
Street address 
City State ZIP Code 


(or Country) 


PLEASE PRINT OR TYPE 





GUIDE FOR EXPORTERS 


A Basic Guide to Exporting, : puriication of 


the U.S. Department of Commerce, takes you through the steps involved in 
establishing a successful export business. This book helps you to assess your company’s 
export potential and then helps you get started toward overseas sales. Some 

of the key topics covered are: 


¢ where to get expert counseling on overseas markets, 

¢ developing an export marketing strategy, 

* pros and cons of having an agent handle your exporting, 

* packing and shipping your product overseas, 

* negotiating contracts with foreign firms and collecting payment, 


* government regulations and tax incentives that might affect your exporting, 
and, 


¢ both private and government financial assistance. 


@ 
The Guide also has helpful information for business executives traveling 


abroad, gives some insight on the art of advertising your product overseas, and 
discusses the pros and cons of licensing foreign firms to manufacture your 
product. In addition, listings of Commerce offices both here and abroad, an 

export glossary, a directory of Small Business Administration field offices, and 
a bibliography of export publications round out A Basic Guide to Exporting. 


Hurry and place your order now. Help your company get started toward 
successful export marketing! 
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